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MEMORANDUM
July 6, 2009
TO: Long-Term Fiscal Stability Commission
FROM: Ron Kirk, Economics Section, 303-866-3521

SUBJECT: How Colorado Compares In State and Local Taxes

This memorandum provides an update on how Colorado's state and local taxes compare with
that of other states. These rankings provide a national perspective for evaluating the relative tax
burden of Colorado's citizens and businesses and for comparing the differences in overall tax
structures.

Summary

Colorado’s combined state and local taxes of $98.01 per $1,000 of personal income were the
fifth lowest in the nation in FY 2005-06. Colorado’s tax structure has had a long tradition of having
a strong, decentralized local government tax system that has resulted in state taxes that continue to
rank among the lowest in the country while local government taxes rank among the highest. As an
example, when looking at state taxes, Colorado had the third lowest state tax collections ($48.25
per $1,000 of personal income) for FY 2007-08 in the country. In comparison, Colorado had the
twelfth highest local government taxes in the nation at $49.51 per $1,000 of income in FY 2005-06.
These rankings have remained fairly stable over the last decade.

Measures Used for Ranking Taxes

The rankings for taxes in this memorandum are based on tax collections per $1,000 of
personal income. However, for comparison purposes, some of the state and local tax rankings are
also shown using a per capita measure. Rankings based upon the measure of tax collections per
$1,000 of personal income are used because it provides a better measure of the ability of taxpayers
to pay than per capita tax collections.



For example, if in city A taxes were twice as much as in city B, but everyone earned twice
as much in city A, the per $1,000 tax measure would be equal in both cities. The per capita measure
would show taxes as being twice as high in city A. For most of Colorado's state and local taxes, the
per capita measure results in a higher tax ranking or burden when compared to other states.

State rankings are for FY 2007-08, while the local and combined tax rankings are for
FY 2005-06, as this is the most recent year for which local tax data are available. (Local and
combined tax ranking data for FY 2006-07 will become available in late July 2009.) This research
concludes with a set of tables that provides a state-by-state comparison for tax rankings in the United
States using both tax collections per $1,000 of personal income and per capita measures as follows:

* Appendix A — Combined State and Local Tax Rankings (FY 2005-06);
* Appendix B — State Tax Rankings (FY 2007-08); and
* Appendix C — Local Government Tax Rankings (FY 2005-06).

Combined State and Local Government Tax Burden

Colorado’s combined state and local taxes were the fifth lowest in the nation — $98.01 per
$1,000 of income, which was 15.7 percent below the national average of $116.22, in FY 2005-
06. Combined state and local property taxes were the 32nd highest at $29.98 per $1,000 of personal
income. Despite the fact that Wyoming does not have an income tax, taxpayers in the state have the
highest tax burden in the country due to its relatively high severance, property, and sales taxes. In
contrast, South Dakota has the lowest tax burden.

Table 1 shows how combined state and local government taxes in Colorado compare to other
states. Table 2 displays the same comparisons using the per capita measure. Table 3 provides a
comparison for combined state and local property taxes and Table 4 provides a comparison for
combined state and local sales taxes. For combined state and local government taxes, Colorado is
ranked fifth lowest using the per $1,000 measure and 24th lowest when using the per capita measure.
For combined property taxes, Colorado is ranked 32" highest using the per $1,000 measure and 23"
highest using the per capita measure. Appendix A provides a state-by-state comparison for
combined state and local tax rankings using both measures.

Table 1: How Combined State and Local Government Taxes In Colorado Compare
(per $1,000 income, FY 2005-06)

State Rank Tax
Wyoming 1 $165.92
U.S. Average n/a $116.22
Colorado 46 $98.01
South Dakota 50 $91.03




Table 2: How Combined State and Local Government Taxes In Colorado Compare
(per capita taxes, FY 2005-06)

State Rank Tax
New York 1 $6,419.76
U.S. Average n/a $4,039.44
Colorado 26 $3,685.19
Alabama 50 $2,812.65

Table 3: How Combined Property Taxes In Colorado Compare

State Rank Tax

(per $1,000 income, FY 2005-06)

Colorado 32 $29.98

U.S. Average n/a $34.92

(per capita taxes, FY 2005-06)

Colorado 23 $1,127.39

U.S. Average n/a $1,213.63

Table 4: How Combined Sales Taxes In Colorado Compare

State Rank Tax

(per $1,000 income, FY 2005-06)

Colorado 23 $27.32

U.S. Average n/a $27.44

(per capita taxes, FY 2005-06)

Colorado 17 $1,027.17

U.S. Average n/a $953.64

State Tax Burden

Colorado has had a long tradition of having a strong, decentralized local government tax
system that has resulted in state taxes that rank among the lowest in the country, while local
government taxes rank among the highest.

Colorado has a low state tax burden. Colorado had the third lowest state tax collections
($48.25) per $1,000 of personal income for FY 2007-08 in the country. In terms of a state-to-state
comparison, the state tax burden was nearly the same (the state ranked 47™) ten years ago in FY
1997-98, although collections were higher at $54.68 per $1,000 of income.
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Graph 1 shows the ten-year trend for Colorado and U.S. tax collections. As the state’s
economy grew in the early 1990s and capital gains income increased more than sevenfold, tax
collections or tax burden rose gradually until it reached a peak in FY 1998-99. The tax
reductions passed by the General Assembly, the recession, and declining capital gains greatly
reduced this trend over the next four years until it reversed after FY 2002-03. After FY 2002-03, the
increase in tax collections was likely attributed to larger state income tax collections from capital
gains.

Graph 1: History of State and U.S. Tax Collections Per $1,000 of Income
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Table 5 shows how selected state taxes in Colorado compare to other states. For state sales/use
taxes, Colorado ranked 44™, or seventh-lowest. Colorado ranked 29™ highest for individual income
taxes, which is slightly below the median in terms of state income tax burden.



Table 5: How Selected State Taxes In Colorado Compare

(per $1,000 income, FY 2007-08)

Colorado National
State Taxes Rank Tax High Low
Total Taxes 48 $48.25 $308.91 $41.20
Sales/Use 44 $11.59 $52.26 $0.00
Individual Income 29 $25.41 $40.59 $0.00
Corporate Income 41 $2.55 $35.99 $0.00
Motor Fuel 31 $3.19 $7.60 $0.59
Liquor 44 $0.18 $1.43 $0.07
Tobacco 36 $1.11 $3.63 $0.23
Severance 15 $0.76 $254 .43 $0.00

Graph 2 shows a historical comparison of select Colorado taxes compared to other states in
terms of tax rankings in FY 1998-99 and in FY 2007-08. When looking at total state taxes, the tax
burden, or ranking, in FY 1998-99 was nearly the same as in FY 2007-08. Colorado ranked fourth
lowest (rank 47th) 10 years ago and now ranks third lowest (rank 48th). The bar chart in Graph 2
shows that over this time-period, the tax burden in terms of rankings increased for individual, motor
fuel, and tobacco taxes while tax burden decreased for total taxes, sales and use, corporate, and
liquor taxes.

Graph 2: Colorado State Tax Ranking in FY 1998-99 and FY 2007-08 (per $1,000 income)
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Local Tax Burden

While state taxes rank as some of the lowest in the U.S., Colorado’s decentralized local
government tax structure has resulted in local government taxes that rank among the highest.

Colorado has a high local government tax burden. Colorado's local tax burden in FY 2005-
06 ranked twelfth highest in the nation at $49.51 per $1,000 of personal income. The local tax
burden was nearly the same at $48.09 per $1,000 of income (tenth highest) in FY 1996-97. Despite
the fact that the ten-year snapshot for local tax burden is nearly identical, in FY 1999-00, Colorado’s
local tax collections ranked 7™ highest in the nation.

For FY 2005-06, local taxes accounted for 50.5 percent of combined state and local taxes
in Colorado, the fourth highest ratio in the country. The U.S. national average ratio was 40.5
percent. New Hampshire had the highest ratio at 53.9, percent while Vermont’s ratio was the lowest
at 12.6 percent. In contrast to the local tax ratio, Colorado's state taxes made up 49.5 percent of
combined state and local taxes, the fourth-lowest ratio in the country. The U.S. national average
ratio for the state component was 59.5 percent. Table 6 shows the relationship between local and
state taxes in Colorado and selected states.

Table 6: Relationship Between State and Local Taxes by State (FY 2005-06)

Local Taxes as Percent State Taxes as Percent
of Total Taxes Rankings of Total Taxes Rankings

United States 40.5% 59.5%
Arizona 40.4% 18 59.6% 33

32.0% 36 68.0% 15
California
Colorado 50.5% 4 49.5% 47
Idaho 30.2% 40 69.8% 11
Kansas 40.0% 20 60.0% 31
Montana 29.6% 41 70.4% 10
Nebraska 42.4% 14 57.6% 37
Nevada 37.0% 28 63.0% 23
New Mexico 26.7% 43 73.3% 8
New Hampshire 53.9% 1 46.1% 50
Utah 34.1% 32 65.9% 19
Vermont 12.6% 50 87.4% 1
Wyoming 32.3% 34 67.7% 17




Major revenue sources for local governments. Property and sales taxes are the major
sources of tax revenue for local governments. While local governments in every state collected
property taxes, local governments in 15 states did not collect sales taxes. The high level of fiscal
decentralization in Colorado particularly manifests itself in high local sales taxes. This tax burden
was the second highest in the country, while local property tax was the 29" highest. Table 7 displays
the state’s rankings and comparisons for these taxes.

Table 7: How Selected Local Government Taxes In Colorado Compare
(per $1,000 income, FY 2005-06)

Colorado National
Local Government Taxes Rank Tax High Low
Total Taxes 12 $49.51 $83.86 $17.02
Sales 2 $15.34 $28.32 $0.00
Property 29 $29.98 $54.43 $9.96
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Appendix A

Combined State and Local Taxes, Combined Property Taxes, and Combined Sales Taxes Per 51,000 of Personal Income (FY 2005-06)
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Appendix A (Continued)

Table 2

Combined Per Capita State and L ocal Taxes, Combined PerCapita Property Taxes, and Combined Per Capita Sales Taxes (FY 2005-06]
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Appendix B

Table 1
5tate Tax Rankings Per 51,000 Of Personal Income (FY 2007-08}
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Table 2

Appendix B (Continued)

5tate Tax Rankings Per 51,000 Of Persenal Income (FY 2007 -08)
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Table 3

Appendix B (Continued)

State Tax Rankings Per $1,000 of Personal Income (FY 2007-08)
Pari-mutuel, Estate, and Severance Taxes
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Tabled

Appendix B (Continued)

Per Capita State Tax Rankings (FY 2007 -03)
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Appendix B (Continued)

PerCapita State Tax Rankings (FY 2007-03)
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Appendix B (Continued)

Table
Pari-mutue, Estate, and Severance Taxes

Par-muiuel s E state Severance

State Amount Rank Amount Rank Amount Rank
|l nited States 2075 £16.93 28060

Alabama g0.58 22 20.00 125 242 T 12
Alazka 20.00 37 20.00 43 2000 33
Arzna 20.07 38 20.00 43 2820 18
Arkanzaz 2187 g 20.00 43 2623 17
C alifornia 2056 15 2017 31 2037 28
Colorado 8057 23 50,09 38 8328 14
C onnecticut 2238 2 E47.68 4 20.00 33
D slawvare 2017 32 50.53 28 2000 33
Florida 154 g 20.687 27 20.00 33
Geomgia 20.00 37 20.01 42 20.00 33
H awaii 20.00 37 $0.13 33 2000 33
Idaho 2110 12 20.02 40 452 22
llinpiz 2085 21 820,07 10 20.00 33
Indiana 8067 20 $26.13 13 2007 K}
lowa 8137 10 E26.74 12 20.00 33
K anzaz 2070 18 £15.93 20 260.74 10
Kentucky 5134 11 21204 22 26524 5
Louiziana 21.02 13 §255 25 223882 g
Maine 2228 3 £30.33 2 20.00 33
Maryand 032 30 §43.32 5 2000 33
Mazzachuzetiz 2054 24 830,27 g 2000 33
Michigan 2021 18 20.02 28 21125 18
Minne=ota 2018 K| S22 28 15 2614 21
Missiz=ippi 20.00 37 20.42 28 24830 1
Miz=zouri 20.00 37 20.00 43 20.00 32
Montana s0.08 35 20.02 41 £362 96 <
M ebrazka 2013 34 2387 24 2231 24
M =vada 20.00 37 20.00 43 22502 15
M ewHampzhire §222 2 2010 24 2000 33
M ewlerzey 20.00 37 280.74 1 2000 33
M 2w M exico 2034 25 20.00 43 E554 70 3
M ewrork 5159 T §53.40 3 20.00 33
M orth Carolina 20.00 37 515,45 17 2021 30
M orth Dakota 2028 17 20.00 43 2124108 2
Ohio 5053 16 §5.35 23 082 26
Oklahoma 20.00 37 81 21 232828 5
Oregon 2052 14 224 g 2316 23
P ennzylvania 5167 5 564, 2 =0.00 33
R hode |=land 5266 1 £33 s 2000 33
Zouth Camlina 20.00 37 2 26 20.00 33
South Dakota 20.41 27 L 32 2858 18
Tennssses 20.00 37 §1 19 £0.38 27
Texas 2042 28 £0.23 30 17326 2
Utah 20.00 37 20.04 KT 23674 13
“Wemnont 20.00 37 $25.27 14 2000 33
Wirginia 20.00 37 215,492 g 2027 25
WWazhington 5050 25 $17.15 18 2683 20
West Virginia $159 ] 50.03 38 519206 T
Wizconszin 2016 33 E28.38 ik 2054 25
Wyoming 5034 28 51.68 26 %1,689.03 1

Pan-mutuel s E sate Severance
High 52,66 Rhode |dand 80,74 Hewr Jersey §1,689.03 Viyoming
Lows 50.00 13 States 50,00 4 States 50,00 16 States
e Bx ok matan fom the LS Ceasys Bureay IsfarFlscal Year 2008 st evissg Aprll 1, 2000

5t
t on March 15 20090
st ar af Ecan JEIS ¥ Jdamng releasagan March 242030
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Appendix C (Continued)

Tahkle 2
Per Capita Local Total, Sales, and Property Tax Rankings (FY 2005-06)

Total Local Lz cal Sales Local Property

Rankings Taxes Ran kings T axes Rankings

United States MR 5187.45 NiA 51173.78 NiA
Alzbams EE 5357.35 7 5380.52 49
Alzzks 10 3268.1 15 51,388.39 12
Arizona 28 3362.32 8 3861.84 24
Arkansas 3024 51 =3 5288.02 12 5268.80 0
California 51,456.01 24 5228.38 17 3971.50 28
Colorado 51,861.73 8 587677 2 51,127.39 20
Connecticut 22.22002 3 =0.00 = 5217017 2
Delaware 580141 45 =0.00 25 5531.44 42
Flaorids 31.88202 15 0.4 Z7 51,288.74 14
Georgia 51,53828 18 240504 2 2573.8 25
Hawsii 21,010.22 28 =0.00 28 ]
Idahao 3965375 a3 30.00 6 33
lllingis ] G S102.50 25 51,532.33 ]
Indians B 23 =20.00 25 51,342 .48 13
lows 28 5160.52 21 5114784 18
kamnsas 31,523.45 21 326581 16 31,170.386 17
Kentudky 380438 465 52.32 34 3480.23 45
L:uisis:a 51,350.75 25 3705.14 1 5530 22 s
Msine 31.88187 14 28 51.853.18 7
ar yland 32,003.18 2 25 088.28 28
Mass achusstts 51,748 .25 11 28 51,884.24 g
Michigan 1,217.10 22 25 5 21
Minnesots 31,00887 a5 a2 3z
Mississ ipgi 375535 av 35 4]
iz s curi 31,40435 25 10 35
Meontana 585488 23 28 31
Mebresks 31,8810 18 22 15
Hevads 51,4894 22 2 287371 27
51,869.71 7 2% 21,833 82 2

32,420 .45 2 28 52,373.21 1

41 B 3480.01 47

1 AT 3 51,891 .88 3

MNaorth Carclina 37 3203.18 13 350<.88 3T
Morth Dakota 232 $120.28 24 o ER 24
Crhio 17 312812 25 51,008.17 22
OklIshomsa 20 Z2BETE B 5500.78 48
Oregon 31 50.00 26 51,008 685 23
ennsylvania 3181818 18 516.33 3 51,144 .44 18
Rhode lsland B1.81701 5 =20.00 25 51,788.38 5
Scuth Carclina 51,100 a5 52254 20 a0
South Dk ota 31,248 24 30 2300.88 1 25
ENnesses 31,10028 25 5282.82 13 41
Texas 1, 71237 12 F186.21 20 11
Utsh 31,128.34 24 2147 18 35
Vermaont IEEE B4 B0 36.40 33 4F
Virginia 31,702 13 3134.97 23 16
W as hingten 51,35880 27 228141 14 35
West Virginia 573339 28 20.00 28 42
51,53498 20 34818 29 10

52,001 .58 5 5352.06 9 3

Total Local Taxes Local Sales Taxes Property Taxes

High 53,439.73 New York 5T05.14 Louisiana 523731 New Jersey
Loww 5558.04 Wermont 50.00 15 States 5263.80 Arkansas

Sowrce: U, Census Bursaw, Siaie and Local Govemment FRances

S:\LC S\Committeﬁ\H]I83R'H\/1\2009\L0ng-Term Fiscal Stability Commission\M emos\2008StateTaxRankingsUpdateJuly4.wpd



